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MESSAGE FROM THE RISK MANAGER

The 2004 Annual Report provides detailed statistical and financial data regarding the Division of Risk Management’s performance 
in FY 2004. An important part of DORM’s operation is successful investment of the equity of each trust fund. Strong investment 
returns help hold down premiums paid by our client agencies, and assure strong response when disaster strikes.

The Division of Risk Management provides the following services to our clients:

• The State Insurance Fund (SIF) provides quality property insurance for state properties, colleges and universities and 
most public school systems.

• The General Liability Trust Fund (GLTF) protects state employees who are subjected to lawsuits arising from the 
performance of their job duties.

• The State Employee Injury Compensation Trust Fund (SEICTF) covers state employees for lost time and medical 
expenses resulting from accidental injuries while on the job.

• The Employee Assistance Program provides counseling and referral for employees with problems that affect job 
performance.

• Risk Management Services delivers an array of skilled services designed to avoid loss, both human and financial.

The 2004 operations of each of these major areas are outlined in this report.

The constant operating philosophy of the Division is that we are a service organization whose objective is to best meet the needs 
of our client state agencies. Our staff is productive, professional and motivated. We all look forward to serving our clients even 
better in 2005.

Kim Huggins
Acting Risk Manager
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STATE INSURANCE FUND

The State Insurance Fund (SIF) was established in 1923 to provide secure, adequate and economical property insurance on State-
owned properties. Our operation closely parallels that of private industry insurance companies in the following ways:

• We establish rates, premium discounts and experience credits to result in equitable premiums charged to the 
policyholders.

• We adjust and pay losses promptly, recognizing that the SIF has a high obligation to its policyholders due to the 
legislative act that brought us together.

• We purchase Excess Insurance up to $750 million per occurrence to protect the State from disasters such as hurricanes 
and tornadoes.

• We survey properties for safety, loss prevention and property cost evaluations.

• We invest our premiums to keep future costs low and to build fund equity.

SIF clients whose properties have been inspected are offered blanket replacement cost coverage for qualified buildings. This 
valuable coverage provides full replacement cost coverage in the event of a total loss no matter what insured value is shown. 
Other valuable coverages are Extra Expense, Electronic Data Processing coverage, Builders Risk, Transit Coverage, and Boiler & 
Machinery which is reinsured by The Travelers. 

FY2004 was an extremely active claims year for the fund. Excess Insurance reimburses our losses after $3,500,000 per occurrence 
and $7,500,000 yearly. We are currently being reimbursed for many of our losses and that will continue until all claims are closed. 
Some of the larger losses for FY2004 are listed below:

• 6/29/04 – Department of Conservation; State Parks Division; Guntersville State Park sustained total loss damage by fire 
to their Park Maintenance Building. Total incurred loss is $ 522,200.00

• 8/23/04 – Mobile County Board of Education; New Causey Middle School received extensive damage by lightning 
which caused the building to catch on fire. Total incurred loss is $ 2,125,574.90

• 9/16/04 – Multiple locations sustained damage from Hurricane Ivan, a category 3 storm which came ashore in Gulf 
Shores, Alabama. Total incurred loss is $ 32,808,901.

The SIF is on the right course and will continue its fundamental plan. We recognize the financial obligation arising from 
extraordinary growth in insured values. In 1995, we insured $11.8 billion in values. Today, we insure over $25 billion in values. 
This means our fund equity and financial structure must be adequate to respond and we believe we are positioned to meet the 
financial demands that are certain to occur in the future.
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GENERAL LIABILITY TRUST FUND

State employees are subject to being sued for their actions in performance of their official duties. The General Liability Trust 
Fund (GLTF) defends and indemnifies eligible employees for up to $1 million per occurrence. Coverage is broad and includes 
automobile liability. 

The GLTF sets aside a monetary reserve for each claim in the amount of the ultimate expected loss. Defense is conducted by the 
Office of the Attorney General in collaboration with GLTF.

Employee Automobile Liability

GLTF provides liability coverage for the operators of more than 7,000 state owned vehicles. These include trucks, tractor-trailer 
rigs, state trooper and other law enforcement cars, buses and service vehicles, as well as passenger cars. All claims are adjusted by 
the American Southern Insurance Company. 

In addition, more than 6,000 employees regularly use their personal autos in their state jobs. For these individuals, the GLTF 
coverage is excess of their personal auto insurance. Finally, all state employees are covered for use of any vehicle on state business 
in the line and scope of employment, whether they regularly do so or not.
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STATE EMPLOYEE INJURY COMPENSATION TRUST FUND

The State Employee Injury Compensation Trust Fund (SEICTF)  pays medical costs for work-related injuries and compensates 
injured employees for resulting lost work time. This program is similar to the private sector workers’ compensation programs.

In 2004: 

The decision not to purchase excess insurance coverage for the first time in the history of the program resulted in a savings 
of $423,371 in insurance premiums.  There were no claims reported in 2004 that exceeded $300,000 retention for excess 
insurance claims.

• Subrogation recoveries exceeded $202,000.

• Recoveries from excess carriers exceeded $ 313,000.

• For the third consecutive year there was no increase in rates charged to client agencies.  Rates used to calculate 
premiums remain close to half the NCCI loss cost rates for private sector workers’ compensation insurance in 
Alabama.

• There was no increase in administration fees charged to self-funded agencies.

• Early Return to Work initiatives resulted in 303 lost time claims compared to 342 in 2003.

• Over 60 training sessions for supervisors managing employees with work-related injuries were conducted.  More than 
1500 supervisors representing 100 state agencies participated.

• Less than 1% of claims resulted in a formal hearing to address claim dispute.
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RISK MANAGEMENT SERVICES

Pursuit Driver Training Courses for covered law enforcement personnel are available to state agencies through DORM. 

With the enactment of the Boiler & Pressure Law on February 5, 2004, mandatory boiler inspections must be performed, at a 
minimum of, every two years. The state charges a minimum inspection fee of $60 per boiler, in addition to a fee for the certificate 
of compliance. As a benefit of your premium with Risk Management, we contract with St. Paul Travelers to provide this valuable 
service free to you, which saves you the inspection fee.

A Boiler Operator Training Course for boiler operators and maintenance personnel is conducted semi-annually at no cost 
for agencies which participate in the State Insurance Fund. The course focuses on proper maintenance and safe operation of 
pressurized equipment.

More than 4,500 boilers and other items of pressurized equipment were inspected during 2004. These inspections assist agencies 
in identifying and correcting conditions that could result in sudden breakdown, property damage and personal injury.
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THE EMPLOYEE ASSISTANCE PROGRAM

The State Employee Assistance Program (EAP) provides services to 112 state agencies and departments covering more than 
22,800 employees and family members. 

The EAP operates similarly to most broad based EAP services in the private sector. The program is designed to help employees 
become more effective in their job performance by providing professional, confidential counseling and assistance with various 
problems. EAP deals with issues such as supervisor/employee conflict, personal finances, marital and family disruptions, drug and 
alcohol abuse, and emotional and mental stresses.

In 2004:

• There were 136 intake assessments, 171 cases overall and 169 follow-up visits. A total of 737 service hours were provided to 
clients.

• Females represented 64% of clients, males 36%. Family members of employees represented 13% of total participation.

• 44% of clients were minority individuals.

• Emotional problems were the most frequent primary issue for clients (46%), followed by work-related issues (15.3%) and 
marital/family issues (14.5%).

• 17% of clients had 16 or more years of state service.

• Supervisor/employee conflict was the most frequently reported work performance problem, followed by (2) absenteeism and 
(3) quality/quantity of work performed.

• 41% of clients became aware of the program’s services through their supervisor.

• 26% of clients had some college education, 48% had a college degree, and 4% had an advanced degree.

• 71% of clients are between the age of 35 and 59.

• 47% of clients are married.

• 40% of participants are self-referred, 31% are supervisor referred and 22% are supervisor recommended.
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